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I.  Introduction 


By  mid- 1994,  roughly  24  percent  of  all  Medicaid  recipients  were  enrolled  in  some  type  of 
managed  health  care  system.  This  figure  represents  a  dramatic  increase  from  1983  when  just 
three  percent  of  Medicaid  recipients  were  served  in  managed  care  arrangements.  In  the  past 
two  years  alone,  Medicaid  enrollment  in  managed  care  has  increased  by  60  percent  (Health 
Care  Financing  Administration,  1995). 

Almost  every  state  has  contributed  to  this  growth.  Today,  all  but  eight  states  have 
implemented  some  form  of  Medicaid  managed  care  and  fully  20  states  have  submitted  Section 
1115  waivers  to  conduct  statewide  Medicaid  research  and  demonstration  programs,  all  of 
which  involve  mandating  Medicaid  recipients'  enrollment  in  managed  care.  As  of  June  1995, 
five  of  these  1115  waivers  were  implemented,  seven  were  approved  by  the  Health  Care 
Financing  Administration  (HCFA)  but  not  yet  implemented,  and  eight  were  still  under  federal 
review  (HCFA,  1995).  The  status  of  state  Medicaid  1115  waiver  applications  is  presented  in 
Table  1  on  page  4. 

An  increasing  number  of  states  have  embraced  managed  care  in  the  hope  that  several  positive 
goals  will  be  achieved:  that  access  to  care  will  improve  as  all  Medicaid  children  and  their 
families  are  linked  to  a  primary  care  "medical  home,"  that  quality  of  care  will  improve  as 
service  delivery  becomes  more  integrated,  and  that  health  care  cost  inflation  will  slow  as 
managed  care  providers  are  faced  with  incentives  to  operate  more  efficiently.  However,  state 
maternal  and  child  health  officials  are  concerned  that  managed  care  organizations,  which  have 
shown  some  ability  to  achieve  these  ends  when  serving  a  predominantly  healthy,  middle-class 
clientele,  will  be  less  able  to  effectively  serve  low-income  and  high-risk  children  and  families 
previously  served  in  state  and  local  public  health  systems.  Not  only  do  managed  care  entities 
have  relatively  little  experience  serving  these  populations,  they  also  tend  to  primarily  provide 
services  that  are  medical  in  nature  and  have  not  typically  provided  many  of  the  access-enabling 
and  psychosocial  support  services  that  have  been  provided  by  the  public  sector  and  have  been 
proven  effective  in  helping  disadvantaged  families  to  thrive  (Association  for  the  Care  of 
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Children's  Health,  1987;  Buescher  et  al.,  1991;  Buescher  and  Ward;  1992;  Korenbrot,  1984; 
Korenbrot  et  al.,  1993;  Heins  et  al.,  1987;  McLaughlin  et  al.,  1992;  Olds  et  al.,  1986;  Shonkoff 
and  Hauser-Cram,  1987;  U.S.  Public  Health  Service,  1989).  Increasingly,  these  officials  are 
voicing  particular  concern  that  managed  care  providers  may  not  be  able  to  effectively  serve 
children  with  chronic  and  handicapping  conditions.  These  children  with  special  health  care 
needs  (CSHCN)  and  their  families  often  need  a  staggering  array  of  services,  including  both 
primary  and  specialty  care,  assistive  devices  and  technologies,  and  intensive  family  support, 
and  public  health  officials  are  fearful  that  managed  care  organizations  may  have  neither  the 
expertise  nor  the  incentive  to  serve  this  population  appropriately. 

The  State  of  Vermont  submitted  its  application  for  a  Section  1115  waiver,  entitled  the  Vermont 
Health  Access  Act,  in  February  1995  and  is  still  awaiting  final  HCFA  approval.  Long  before 
submitting  its  application,  however,  Vermont  had  been  actively  involved  in  developing  state 
health  care  reform  initiatives.  In  April  1992,  the  state  assumed  a  leadership  role  nationally 
when  its  General  Assembly  passed  Act  160,  creating  the  Vermont  Health  Care  Authority 
(HCA)  and  charging  it  with  the  responsibility  of  developing  two  alternative  health  care  reform 
plans — one  a  single-payer  model  and  the  other  using  multiple  payers — by  November  1993.  In 
early  1993,  as  the  HCA  was  drafting  its  plans,  the  Maternal  and  Child  Health  (MCH)  program 
of  the  Vermont  Department  of  Health  submitted  to  Health  Systems  Research,  Inc.  (HSR)  a 
request  for  technical  assistance  in  examining  its  role  in  the  context  of  health  care  reform  and 
identifying  policy  options  to  help  ensure  that  systems  of  care  for  children,  especially  children 
at  risk  of  or  possessing  special  health  care  needs,  would  evolve  in  a  positive  and  effective 
direction. 

Following  a  site  visit  to  the  state  in  June  1993,  during  which  HSR  met  extensively  with  MCH, 
Medicaid,  and  HCA  officials,  it  was  decided  that  HSR's  resources  should  be  directed  toward 
the  development  of  a  report  that  would  analyze  the  strengths  and  weaknesses  of  the  state's 
existing  systems  for  delivering  and  financing  MCH  services  and  explore  the  implications  of 
health  care  reform  for  these  systems.  This  product  was  completed  and  submitted  to  Vermont 
officials  in  the  fall  of  1993  and  was  subsequently  published  in  April  1994. 
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Over  the  course  of  1994,  just  as  the  federal  government's  efforts  to  pass  health  care  reform 
were  stalling,  the  Vermont  General  Assembly  also  failed  to  pass  health  care  reform  legislation. 
Taking  a  more  conservative  route,  policymakers  decided  to  pursue  a  series  of  smaller-scale 
strategies  for  broadening  access  to  health  care  coverage,  including  the  development  of  a 
Medicaid  1115  waiver.  In  August  1 994,  a  second  site  visit  to  Vermont  was  conducted  by  HSR, 
during  which  staff  and  consultants  discussed  the  latest  developments  in  the  legislature. 
Following  this,  discussion  focused  on  what  MCH  officials  considered  to  be  their  most  pressing 
need  for  additional  technical  assistance:  learning  more  about  alternative  strategies  for 
delivering  and  financing  services  for  children  with  special  health  care  needs  under  managed 
care.  During  the  months  following  the  site  visit,  it  was  decided  that  HSR  would  devote  the 
remainder  of  its  technical  assistance  resources  to  the  development  of  a  report  on  how  other 
states  are  designing  and  implementing  service  delivery  and  financing  systems  for  CSHCN 
under  Medicaid  managed  care.  With  plans  for  an  1115  waiver  looming  on  the  horizon,  MCH 
officials  hoped  that  the  experiences  of  other  states1  could  provide  Vermont  officials  with 
insights  into  how  to  design  effective  models. 

During  February  and  March  1995,  HSR  conducted  telephone  interviews  with  Medicaid  and 
MCH  officials  responsible  for  implementing  managed  care  systems  in  every  state  that  had 
either  submitted  a  Section  1115  waiver  application  or  implemented  an  1115  waiver  program. 
These  officials  were  asked  a  series  of  questions  regarding  how  their  programs  delivered  and 
financed  (or  planned  to  deliver  and  finance)  services  for  CSHCN  and  how  the  quality  of  those 
services  was  to  be  assured.  Discussion  focused  on  both  children  with  chronic  illness  and 
physical  disabilities,  as  well  as  children  with  mental  health  problems.  In  all,  detailed 
information  was  gathered  from  14  states.1  These  states  are  displayed  in  Table  1,  along  with 
information  regarding  the  status  of  their  waiver  programs. 


Information  was  not  obtained  from  a  number  of  waiver  states  for  a  variety  of  reasons.  Specifically,  the 
States  of  Kansas,  Louisiana,  Montana,  New  York,  Oklahoma,  and  Utah  had  not  submitted  their  1115 
waiver  applications  at  the  time  this  study  was  conducted,  and  the  State  of  Kentucky,  although  it  had 
received  federal  approval,  had  decided  not  to  implement  its  waiver  when  HSR  made  its  inquiries.  As 
this  report  was  specifically  developed  for  Vermont,  its  waiver  application  was  also  left  out  of  the 
analysis. 
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Table  1. 

Status  of  State  Medicaid  1115  Waivers  Programs  Studied  by  HSR 

State 

Status  of  Waiver 

Arizona 

Implemented  in  1982 

Delaware 

Approved/Not  Implemented 

Florida 

Approved/Not  Implemented 

Hawaii 

Implemented  in  1994 

Illinois 

Application  Pending 

Massachusetts 

Approved/Not  Implemented 

Minnesota 

Approved/Not  Implemented 

Missouri 

Application  Pending 

New  Hampshire 

Application  Pending 

Ohio 

Approved/Not  Implemented 

Oregon 

Implemented  in  1994 

Rhode  Island 

Implemented  in  1994 

South  Carolina 

Waiver  application  withdrawn 

Tennessee 

Implemented  in  1993 

Source:  Health  Systems  Research,  Inc.,  1995 

This  report  presents  the  findings  of  these  interviews  and  is  organized  as  follows: 

■  Section  II  provides  a  conceptual  framework  for  considering  how  to  design 
service  delivery  and  financing  systems  for  children  with  special  health  care 
needs  under  managed  care  and  presents  several  alternative  approaches; 

■  Section  III  presents  the  findings  of  HSR's  interviews  and  classifies  each  state's 
service  delivery  and  financing  policies  according  to  the  framework  presented  in 
Section  II;  and 

■  Section  IV  presents  concluding  thoughts  regarding  the  advantages  and 
disadvantages  of  alternative  designs  and  the  provisions  for  quality  assurance  in 
place  in  the  states  interviewed. 
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II.     Design  Options  for  Service  Delivery  and  Financing  Systems  for 
CSHCN 


Designing  a  health  care  system  that  will  effectively  serve  children  with  special  health  care 
needs  poses  a  significant  challenge.  First,  such  a  system  needs  to  provide  CSHCN  with  access 
to  the  full  range  of  specialty  services  and  technologies  that  they  need  to  treat  their  chronic 
conditions.  In  addition,  such  a  system  must  not  lose  sight  of  the  fact  that  CSHCN,  like  all 
children,  also  need  access  to  routine  preventive  and  primary  care  to  detect  and  treat  the 
common  illnesses  of  childhood.  To  deal  with  the  stress  and  complexity  of  raising  a  child  with 
special  needs,  families  of  CSHCN  often  need  home-  and  community-based,  family-centered 
support  services,  including  respite  care.  Finally,  to  coordinate  this  array  of  services,  CSHCN 
and  their  families  commonly  need  intensive  case  management  to  assist  them  with  arranging, 
organizing  and  advocating  for  care. 

Meeting  these  needs  within  a  managed  care  environment  represents  an  even  more  complex 
challenge.  On  one  hand,  managed  care's  fundamental  principles  of  assigning  all  enrollees  to  a 
primary  care  "medical  home"  and  integrating  service  delivery  appear,  on  their  surface,  to  bode 
well  for  CSHCN.  On  the  other  hand,  however,  managed  care's  emphasis  on  cost  control, 
especially  under  capitated  arrangements,  can  create  strong  incentives  for  plans  to  underserve 
such  a  high-cost  population.  In  addition,  managed  care  plans'  capacity  to  serve  CSHCN  is  also 
considered  by  many  to  be  suspect;  it  is  not  uncommon  for  managed  care  organizations'  panels 
of  physicians  and  ancillary  providers  not  to  include  all  of  the  specialists,  therapists,  and  other 
support  providers  needed  to  appropriately  serve  CSHCN.  For  these  reasons,  state  Medicaid 
and  MCH  officials  in  states  pursuing  managed  care  waivers  may  need  to  pay  particular 
attention  to  developing  policies  to  help  safeguard  the  health  of  children  with  special  health  care 
needs. 

States  can  choose  among  a  range  of  policies  when  designing  managed  care  systems  for 
CSHCN.  Alternative  options  exist  for  both  service  delivery  and  financing  arrangements. 
Based  on  HSR's  experience  working  with  states  and  its  analysis  of  Medicaid  1115  waiver 
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programs,  it  appears  that  there  exist  at  least  three  alternative  policies  in  each  area  that  states  can 
adopt  to  influence  how  services  for  CSHCN  are  delivered  and  financed  within  a  managed  care 
environment.  These  options  are  described  below. 


A.     Optional  Service  Delivery  Arrangements 

In  designing  service  delivery  systems  under  managed  care,  states  can  choose  among  three 
different  policies  that  place  either  more  or  less  responsibility  for  the  care  of  CSHCN  within  the 
managed  care  organization.  These  options  are: 

Option  #1      Carve  Out  the  Population  to  be  Served  Through  a  Separate  System. 

Precisely  because  they  are  a  high-risk/high-cost  population,  CSHCN  have  been 
"carved  out"  from  a  number  of  state's  managed  care  initiatives  in  the  past.  That 
is,  many  states  have  elected  to  exempt  the  population  from  requirements  to 
enroll  in  managed  care  in  recognition  of  the  fact  that  service  delivery  and 
financing  structures  might  not  be  sophisticated  enough  to  adequately  serve 
them;  this  policy  literally  buys  a  state  time  to  "work  out  the  bugs"  of  a  new 
managed  care  system  before  taking  on  the  challenge  of  caring  for  a  very  costly 
population  within  a  managed  care  environment.  This  option  offers  several 
advantages,  including  minimizing  managed  care  plans'  concerns  regarding 
adverse  selection  while  minimizing  state  officials'  concerns  regarding  risk 
avoidance  by  plans.  It  also  removes  the  potential  that  managed  care  enrollment 
would  disrupt  established  relationships  between  CSHCN  and  their  specialty 
providers. 

This  option  also  carries  with  it  several  disadvantages,  however.  First,  it  is 
problematic  in  that  it  maintains  two  separate  systems  of  care  for  children,  thus 
working  against  the  goal  of  integrated  service  delivery.  Second,  while  this 
option  may  enable  CSHCN  to  retain  access  to  their  usual  source  of  specialty 
care,  it  also  misses  an  opportunity  to  provide  these  children  with  an  appropriate 
source  of  primary  care.  Finally,  and  perhaps  most  importantly,  the  option  raises 
a  critical  problem  in  defining  which  population  to  carve  out.  Most  often,  states 
have  defined  CSHCN  along  categorical  program  lines  and  carved  out  children 
eligible  for  Medicaid  under  the  federal  Supplemental  Security  Income  (SSI) 
program.  Unfortunately,  exempting  only  SSI  children  from  managed  care 
leaves  behind  many  less  severely  disabled  children  who,  if  enrolled  in  managed 
care,  will  remain  vulnerable  to  the  potential  abuses  associated  with  managed 
care  unless  the  state  takes  special  steps  to  protect  them. 
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Option  #2      Carve  Out  Selected  Services  to  be  Delivered  Through  a  Separate  System. 

Rather  than  exempting  an  entire  population  from  managed  care,  states  could 
choose  to  include  CSHCN  in  their  waiver  but  carve  out  many  of  the  specialty 
services  they  require,  delivering  these  services  through  a  separate  system.  The 
option  has  the  primary  benefit  of  mainstreaming  CSHCN  into  managed  care  and 
providing  them  with  a  source  of  primary  care.  At  the  same  time,  it  preserves 
their  access  to  appropriate  specialty  care.  For  managed  care  plans,  the  option 
removes  some  of  the  disincentives  to  enroll  this  high-cost  population  since 
many  of  the  most  expensive  services  they  need  are  outside  of  the  managed  care 
plan's  responsibility.  The  main  disadvantage  of  this  option  is  that  it  could 
create  significant  problems  in  coordinating  the  delivery  of  primary  and  specialty 
care.  In  effect,  it  provides  CSHCN  with  two  medical  homes,  one  for  each  type 
of  care.  Another  problem  with  this  policy  is  that  it  requires  the  state  to  define 
the  package  of  carved  out  services  and  clearly  communicate  to  plans  and 
specialty  providers  the  limits  of  their  responsibilities. 

Option  #3      Require  Plans  to  Assure  that  All  Services  are  Delivered.  A  third  option  for 

states  is  to  require  that  plans  participating  in  a  waiver  be  fully  responsible  for  all 
services  provided  to  CSHCN.  This  option's  appeal  is  that  it  centralizes  all  care 
for  all  populations  within  managed  systems  of  care,  it  provides  CSHCN  a  single 
medical  home,  and  it  allows  for  more  systematic  and  uniform  data  system 
development  and  analysis  in  state  agencies.  Without  building  in  considerable 
safeguards,  however,  states  could  encounter  severe  problems  in  implementing 
this  option.  For  example,  without  strict  contract  language,  states  might  have 
little  assurance  that  CSHCN  will  receive  all  of  the  services  they  need.  Further, 
without  explicit  requirements,  plans  may  not  include  on  their  panels  the  full 
range  of  specialty  and  ancillary  providers  needed  serve  CSHCN.  More 
generally,  family  and  general  practitioners  employed  by  plans  may  not  possess 
the  skills  or  experience  to  care  for  CSHCN.  Finally,  the  option  also  has  the 
potential  for  disrupting  CSHCN' s  existing  relationships  with  their  specialists. 

To  mitigate  these  potential  effects,  states  choosing  this  option  can  include  in 
their  contracts  a  requirement  that  plans  include  a  range  of  community-based 
providers  with  experience  serving  the  population  in  their  networks.  This  way, 
states  can  facilitate  the  development  of  collaborative  relationships  between 
plans  and  community  providers  and  help  ensure  that  appropriate  referrals  for 
specialty  and  support  services  occur. 

Taking  this  theme  one  step  further,  states  could  even  require  that  plans 
subcontract  with  community  providers  for  the  delivery  of  certain  services.  For 
example,  public  health  nurses  in  local  health  departments  may  have  extensive 
experience  serving  CSHCN  under  the  state's  Title  V  program,  and  a  state 
Medicaid  program  could  require  that  plans  subcontract  with  this  resource  when 
providing  CSHCN  with  case  management  and  support.  This  rather  heavy- 
handed  approach,  while  potentially  going  the  furthest  in  ensuring  that  high 
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quality  specialty  and  support  services  are  provided,  is  likely  to  meet  resistance 
from  plans,  especially  if  the  capitation  they  receive  does  not  appropriately 
account  for  the  cost  of  these  referrals.  Also,  policy  makers  may  want  to  think 
twice  before  assuming  that  plans  do  not  have  the  capacity  to  provide 
nonmedical  support  services  and  before  adopting  a  policy  that  will  effectively 
remove  any  incentive  for  the  plan  to  develop  new  capacity  to  provide  these 
services. 

B.     Optional  Financing  Arrangements 

For  each  of  the  service  delivery  options  discussed  above,  states  also  have  a  range  of  options  for 
designing  financing  systems  to  support  service  delivery  to  CSHCN.  These  options  are 
described  below. 


Option  #1      Carved  Out  Populations  can  be  Financed  on  Either  a  Capitation  or  Fee-for- 
Service  Basis.  Most  commonly,  states  carving  out  the  SSI  population  from 
managed  care  waivers  have  opted  to  continue  paying  for  their  care  on  a  fee-for- 
service  basis.  While  this  policy  retains  the  inefficiencies  of  fee-for-service 
medicine,  it  also  minimizes  disruption  to  existing  systems.  A  much  more 
challenging  option,  however,  is  to  attempt  to  develop  a  separate,  fully-capitated 
system  for  the  carved-out  population.  Such  a  system  would  establish  the 
appropriate  incentives  for  efficient  service  delivery.  Unfortunately,  the 
challenge  of  developing  a  capitation  that  will  pay  a  plan  fairly  while  also  not 
exposing  it  to  undue  financial  risk  is  a  significant  and  complex  one. 

Option  #2      Carved  Out  Services  can  be  Financed  on  Either  a  Capitation  or  Fee-for- 
Service  Basis.  Under  this  option,  essentially  the  same  issues  are  raised  as 
discussed  above.  Paying  for  carved  out  services  on  a  fee-for-service  basis  may 
not  constitute  the  most  efficient  approach,  but  it  is  administratively  simple  in 
that  it  maintains  the  existing  system.  Developing  a  capitated  rate  for  a  package 
of  carved  out  services  offers  a  more  efficient,  albeit  complex,  alternative.  It  is 
not  clear,  however,  whether  developing  such  a  rate  would  be  more  or  less 
complicated  than  developing  an  all-inclusive  rate  for  a  child  with  special  needs. 
On  one  hand,  estimating  the  costs  and  utilization  associated  with  a  limited  set  of 
services  may  relatively  straightforward,  as  historical  data  from  the  fee-for- 
service  Medicaid  system  should  be  readily  available.  Yet,  precisely  because  the 
capitation  is  based  upon  a  smaller  number  of  particularly  costly  services,  there 
may  be  less  room  for  error  in  accurately  predicting  the  costs  for  an  "average" 
child  with  special  needs. 
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Option  #3      Specialty  and  Support  Services  Provided  by  Plans  can  be  Financed  Through 
a  Base  Capitation,  a  Risk-Adjusted  Capitation  or  Supplemental  Premium,  or 
on  a  Fee-for-Service  Basis.  If  a  state  chooses  to  make  plans  responsible  for  the 
delivery  of  all  services  to  CSHCN,  they  could  also  choose  to  finance  this 
arrangement  under  the  same  base  capitation  rate  that  is  paid  for  the  general 
enrolled  population.  Such  a  policy  raises  classic  concerns  regarding  the 
incentives  of  managed  care,  creating  strong  incentives  for  plans  to  both  avoid 
enrolling  high-cost  children  and  limit  services  to  those  CSHCN  that  do  enroll. 

One  strategy  for  avoiding  this  situation  is  to  finance  the  care  of  CSHCN  through 
either  an  all-inclusive  risk-adjusted  capitation,  or  to  pay  for  special  services 
needed  by  CSHCN,  services  beyond  the  "basic"  benefit  package,  with  a 
supplemental  premium.  Either  approach  removes  the  adverse  incentives 
described  above  by  recognizing  the  extra  costs  associated  with  serving  CSHCN 
and  paying  plans  accordingly.  Unfortunately,  the  state  of  the  art  in  developing 
such  payment  adjustments  is  quite  poor.  Studies  have  found  that  traditional 
adjustments  based  simply  on  differences  in  age  and  sex  explain  only  five  to  10 
percent  of  the  variation  in  individuals'  health  care  costs.  Health  care  policy 
research  has  yet  to  perfect  the  development  of  more  sophisticated  risk- 
adjustment  factors  that  can  accurately  predict  variations  in  costs  among  different 
populations.  Similarly,  states  have  had  little  experience  with  developing 
supplemental  premiums.  However,  once  again,  the  task  of  developing  a 
"subcapitation"  to  cover  the  costs  of  a  limited  set  of  services  may  be  feasible. 

Finally,  to  minimize  the  financial  risk  faced  by  plans,  a  state  can  opt  to  pay  for 
services  that  fall  outside  of  the  "basic"  benefit  package,  or  services  that  exceed 
administratively-established  limits,  on  a  fee-for-service  basis.  Again,  this 
policy  helps  remove  inappropriate  incentives  regarding  enrollment  and 
underservice,  however,  it  maintains  an  inefficient  system  for  reimbursing  high- 
cost  services. 

The  answer  to  the  question  of  which  policies  are  the  "right"  ones  may  vary  significantly  from 
state  to  state.  Factors  that  will  influence  a  state's  choices  include  the  maturity  of  the  managed 
care  system  in  the  state,  the  amount  of  experience  the  state  has  had  contracting  with  managed 
care  providers,  and  the  degree  to  which  a  state's  existing  public  health  infrastructure  is 
experienced  with  and  maintains  a  capacity  to  serve  children  with  special  health  care  needs.  In 
addition,  different  policies  may  be  appropriate  for  different  groups  of  CSHCN  in  a  given  state. 
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III.  Findings 


This  section  presents  the  findings  of  HSR's  analysis  of  states'  Section  1115  waivers  and  their 
coverage  of  children  with  special  health  care  needs  under  Medicaid  managed  care.  An 
important  finding  of  the  study  is  that  many  states  have  chosen  to  approach  the  delivery  and 
financing  of  physical  health  care  services  separately  from  mental  health  services,  as  many 
managed  care  plans  have  less  experience  providing  mental  health  services  to  children, 
particularly  severely  emotionally  disturbed  (SED)  children.  Therefore,  this  discussion  first 
presents  states'  policies  for  the  delivery  and  financing  of  physical  health  services  under 
Medicaid  managed  care,  then  presents  their  delivery  and  financing  arrangements  for  mental 
health  services. 

A.      Delivery  of  Services  to  Chronically  III  and  Disabled  Children 

Table  2  below  shows  the  14  states'  policies  for  delivering  and  financing  health  care  services  to 
chronically  ill  and  disabled  children.  The  subsequent  discussion  addresses,  in  turn,  each  of  the 
three  policy  options  described  above  for  delivery  and  financing,  presenting  examples  of  each 
approach. 


Table  2. 

State  Policies  for  Delivering  and  Financing  Services  to  CSHCN 

Policy 

Service  Delivery 

Financing 

Capitation 

Fee-for-Service 

Carve  Out  Population 

3:  MO,  OH,  RI 

1:  OH 

2:  MO,  RI 

Carve  Out  Services 

3:  AZ,  NH,  RI  (all  CSHCN  services) 
1:  IL  (Early  Intervention  only) 

1:  AZ* 

3:  IL,  NH,  RI 

Require  Plans  to 
Assure  Services 

9:  DE,  FL,  HI",  IL*,  MA,  MN", 
OR,  SC,  TN 

7:  DE,  HI",  MAf, 
MN",  OR,  SC,  TN 

3:  FL,  IL*,  MA* 

"Fixed  annual  CSHCN  program  budget                  +HMO  plan  only 
"To  be  phased  in                                            :PCCM  plan  only 
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1.  Carve  Out  Population 

As  discussed  above,  some  states  choose  to  exclude  chronically-ill  children  from  Medicaid 
managed  care  entirely,  as  many  managed  care  plans  are  inexperienced  in  caring  for  special- 
needs  children.  In  practice,  many  states  implement  this  decision  by  excluding  from  managed 
care  children  who  are  eligible  for  Supplemental  Security  Income  (SSI),  as  these  children  are, 
by  definition,  disabled  and  are  thus  likely  to  be  heavy  users  of  medical  services.  Three 
states — Missouri,  Ohio,  and  Rhode  Island — exclude  SSI-eligible  children  from  their  managed 
care  programs.  It  is  important  to  keep  in  mind,  however,  that  excluding  SSI  eligibles  does  not 
necessarily  mean  that  managed  care  plans  will  not  have  to  serve  chronically  ill  children;  those 
who  are  eligible  for  Medicaid  but  do  not  qualify  for  SSI,  because  of  either  their  families' 
income  or  their  level  of  disability,  will  still  be  enrolled  in  managed  care  plans. 

2.  Carve  Out  Services 

Rather  than  exclude  an  entire  population  from  their  managed  care  program,  some  states  choose 
instead  to  provide  basic  primary  and  preventive  care  to  CSHCN  through  standard  managed 
care  plans  but  require  or  allow  these  children  to  receive  their  specialty  care  through  a  separate 
program.  Four  states  have  chosen  this  option: 

■  Arizona,  in  which  CSHCN  may  receive  specialty  care  through  the  Title  V 
Children's  Rehabilitative  Services  (CRS)  program  upon  referral  from  the  health 
plan; 

■  New  Hampshire,  which  excludes  both  Part  H/Early  Intervention  services  and 
specialty  care  covered  under  Special  Medical  Services,  the  state's  Title  V 
Children  with  Special  Health  Care  Needs  program; 

■  Rhode  Island,  which  excludes  Part  H/Early  Intervention  Services  and  specialty 
treatment  services  for  conditions  identified  during  EPSDT  screens;  and 

■  Illinois,  which  excludes  only  Part  H/Early  Intervention  Services. 

It  is  important  to  recall  that  one  of  these  states,  Rhode  Island,  also  excludes  the  SSI  population 
from  its  managed  care  program.  The  further  exclusion  of  EPSDT  treatment  and  early 
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intervention  services  applies  to  other  children  with  special  needs  who  are  in  need  of  these 
services  but  who  are  not  eligible  for  SSI. 

3.       Require  Plans  to  Assure  Services 

Five  states  currently  require  managed  care  plans  participating  in  the  waiver  program  to  assure 
that  all  enrollees,  including  disabled  children,  receive  all  necessary  services.  These  states  are 
Delaware,  Massachusetts,  Oregon,  South  Carolina,  and  Tennessee.  Two  additional  states, 
Hawaii  and  Minnesota,  will  phase  SSI-eligible  children  into  their  managed  care  plans,  Hawaii 
requiring  them  to  be  included  by  late  1997  and  Minnesota  by  the  end  of  1996. 

Importantly,  Massachusetts  enrolls  all  Medicaid  eligibles  in  managed  care,  but  offers  SSI 
recipients  the  choice  of  enrolling  in  a  primary  care  case  management  (PCCM)  model  rather 
than  a  capitated  plan.  In  fact,  the  state's  enrollment  broker  strongly  encourages  SSI  recipients 
to  choose  the  PCCM  option,  and  approximately  80  percent  of  them  do  so.  Florida  follows  a 
similar  tack  by  channeling  most  of  its  CSHCN  into  its  PCCM  program,  called  Medi-Pass. 

Illinois,  which  carved  out  Part  H/Early  Intervention  services  from  the  managed  care  benefit 
package,  requires  that  all  other  services  needed  by  CSHCN  be  the  responsibility  of  the 
managed  care  plans.  However,  the  state  has  developed  its  own  definition  of  childhood  chronic 
illness,  based  on  both  diagnosis  and  functional  limitations.  This  definition  is  independent  of 
SSI  eligibility  criteria;  some  SSI-eligible  children  may  not  qualify  as  chronically  ill  under  the 
state  definition,  but  some  children  eligible  for  Medicaid  through  AFDC  will  be  considered 
chronically  ill  by  the  state.  Illinois  requires  all  children  who  meet  the  definition  to  enroll  in  its 
PCCM  system;  if  such  a  child  inadvertently  enrolls  in  an  HMO,  the  plan  will  refer  him  or  her 
out  to  the  PCCM  system. 
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B. 


Financing  Services  for  Chronically  III  and  Disabled  Children 


1.  Carve  Out  Population 

As  discussed  above,  most  states  that  exclude  disabled  children  from  managed  care  do  so  in 
order  to  protect  managed  care  plans  from  the  risk  inherent  in  treating  high-cost  children  within 
a  capitated  rate.  Three  of  these  states — Missouri,  Rhode  Island,  and  New  Hampshire — are 
continuing  to  fund  all  services  for  these  children  on  a  fee-for-service  basis. 

Ohio,  however,  has  developed  a  separate  capitated  plan  to  cover  people  with  disabilities, 
including  SSI-eligible  children  who  are  excluded  from  the  mainstream  Medicaid  managed  care 
plans.  The  Accessing  Better  Care  (ABC)  program  is  a  small  managed  care  pilot  program  for 
severely  disabled  individuals  that  was  developed  with  the  aid  of  the  Medicaid  Working  Group, 
a  foundation-supported  project  created  to  assist  state  officials  in  designing  innovative  systems 
of  care  for  people  with  disabilities  and  chronic  illness.  Three  plans,  partnered  with  tertiary 
medical  centers,  have  agreed  to  participate  in  the  program  and  enrollment  was  expected  to 
begin  on  June  1,  1995.  Rough  estimates  place  enrollment  per  plan  between  1,500  and  2,000. 
If  this  pilot  program  is  determined  to  be  successful,  Ohio  officials  plan  to  apply  the  lessons 
they  learn  under  ABC  to  the  broader  OhioCare  waiver  and  expand  it  to  include  SSI  recipients. 

2.  Carve  Out  Services 

Of  the  four  states  that  deliver  some  or  all  services  for  CSHCN  through  systems  separate  from 
managed  care,  three  finance  this  service  delivery  on  a  fee-for-service  basis  (Illinois,  New 
Hampshire,  and  Rhode  Island).  In  these  states,  early  intervention  services  continue  to  be 
provided  by  local  health  departments  under  traditional  payment  arrangements  in  order  to  avoid 
disrupting  families'  existing  relationships  with  Part  H  providers. 

In  Arizona,  however,  carved-out  specialty  services  for  CSHCN  are  not  included  in  the 
capitation.  All  Medicaid-eligible  children  in  the  state  are  enrolled  in  the  Arizona  Health  Care 
Cost  Containment  System  (AHCCCS)  but,  as  mentioned  above,  specialty  services  are  excluded 
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from  the  managed  care  program  and  continue  to  be  provided  by  the  Children's  Rehabilitative 
Services  (CRS)  program,  the  state's  Title  V/CSHCN  agency.  CRS  delivers  these  services 
under  a  fixed  annual  budget  and,  under  its  contract  with  AHCCCS,  recovers  costs  from 
Medicaid  based  on  the  proportion  of  CRS  clients  who  are  Medicaid  eligible.  AHCCCS 
providers  can  refer  children  with  special  needs  to  CRS  upon  identification  of  a  range  of 
conditions,  including  cleft  lip  and  palate,  sickle  cell  anemia,  cystic  fibrosis,  epilepsy,  and 
metabolic  disorders. 

3.       Require  Plan  to  Assure  All  Services 

Nine  states  are  requiring  or  will  require  that  managed  care  plans  provide,  directly  or  indirectly, 
all  services  to  CSHCN.  All  of  these  states  finance  services  through  a  capitated  rate  paid  to 
managed  care  plans  but  attempt  to  adjust  this  rate  to  reflect  the  greater  risk  presented  by  these 
enrollees.  Unfortunately,  however,  the  risk-adjustment  methods  used  by  these  states  are 
somewhat  crude.  Seven  of  the  nine  states  (Delaware,  Florida,  Illinois,  Massachusetts,  Oregon, 
South  Carolina  and  Tennessee)  offer  plans  a  higher  capitation  rate  for  SSI  eligibles,  including 
SSI  children,  based  on  historical  Medicaid  costs  for  this  population.  Most  of  these  states  make 
no  further  adjustment  based  on  age,  however,  and  do  not  offer  risk-adjusted  rates  for  special- 
needs  children  who  are  not  eligible  for  SSI.  One  of  the  seven  states,  Illinois,  will  set  separate 
rates  for  AFDC-related  and  SSI-related  Medicaid  eligibles  and  will  further  adjust  the  rates 
within  each  category  by  age,  dividing  the  population  into  five  age  categories.  This  mechanism 
will  attempt  to  account  for  the  fact  that  some  SSI-eligible  children  will  not  meet  the  state's 
definition  of  chronically  ill  and,  therefore,  will  not  be  referred  into  the  PCCM  system. 

Hawaii  officials  have  not  yet  determined  how  they  will  finance  services  for  disabled  persons 
after  they  are  phased  into  the  Quest  waiver  program.  At  this  time,  they  are  considering  two 
options:  offering  plans  a  higher  capitated  rate  for  this  group,  or  developing  a  new,  higher 
"blended"  rate  for  all  enrollees  to  account  for  the  increased  risk  presented  by  the  new  SSI 
eligibles.  Minnesota  also  plans  to  risk-adjust  the  rates  it  will  pay  to  managed  care  plans  when 
it  phases  in  the  SSI  population;  a  working  group  is  currently  developing  a  report  to  the  state 
legislature  on  risk  adjustment  methodologies. 
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In  addition  to  paying  a  higher  capitation  rate  for  SSI  eligibles,  Tennessee  and  Oregon  provide 
supplemental  premium  payments  to  plans  when  their  enrollees  exhibit  severe  medical  needs. 
In  Tennessee,  an  "extraordinary  needs  fund"  provides  a  supplement  to  the  capitation  rate  on 
behalf  of  any  individual,  whether  SSI-eligible  or  not,  who  is  severely  and  persistently  ill. 
Persons  with  HIV/ AIDS  or  other  catastrophic  illness  meet  this  definition  and  plans  serving 
them  qualify  for  this  supplemental  payment.  In  Oregon,  a  supplemental  payment  of  $4  per 
member  per  month  is  made  to  plans  to  provide  care  coordination  for  enrollees  with 
"exceptional  needs." 

It  is  important  to  note  that  states  that  serve  CSHCN  through  their  PC  CM  programs  finance 
these  services  on  a  fee-for-service  basis.  These  include  Massachusetts,  where  chronically  ill 
children  are  encouraged  to  enroll  in  the  PCCM  option;  Illinois,  where  CSHCN  are  required  to 
join  the  PCCM;  and  Florida,  which  has  deliberated  extensively  on  the  issue  of  serving  disabled 
children  through  managed  care  and  is  maintaining  a  PCCM  plan  for  these  children  until  the 
question  of  how  best  to  finance  and  deliver  their  care  is  resolved. 

C.      Service  Delivery  for  Children  with  Mental  Health  Needs 

Whereas  several  states  have  chosen  to  exclude  CSHCN  populations  entirely  from  their 
Medicaid  managed  care  programs,  no  state  has  excluded  children  from  managed  care  strictly 
because  of  their  mental  health  problems.2  Rather,  HSR's  analysis  found  that  it  is  far  more 
common  for  states  to  carve  mental  health  services  out  of  the  benefit  package  for  which 
managed  care  plans  are  responsible.  Table  3  displays  the  mental  health  service  delivery  and 
financing  policies  chosen  by  the  14  states  studied  by  HSR.  These  policies  are  discussed  below 
in  relation  to  the  framework  presented  in  Section  II. 


In  those  states  that  exclude  SSI  eligibles  from  managed  care,  however,  children  eligible  for  SSI  due  to 
mental  health  reasons  will  be  excluded  as  well. 
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Table  3. 

State  Policies  for  Delivering  and  Financing  Children's  Mental  Health  Services 

Policy 

Service  Delivery 

Financing 

Capitation 

Fee-for-Service 

Carve  Out  Population 

0 

N/A 

N/A 

Carve  Out  Services 

11:  AZ,  DE,  FL,  HI+, 
IL,  MA*,  NH, 
OH,  OR,  RI,  SC 

8:  AZ,  DE,  FL,  HI+, 
OH,  OR,  MA*,  NH 

3:  IL,  RI,  SC 

Require  Plans  to 
Assure  All  Services 

5:    HI*,  MA",  MN, 
MO,  TN 

5:  HIJ,MA",MN, 
MO,  TN 

0 

"In  PCCM  option            fSED  children  only 
"In  HMO  option             *Non-SED  children 

l.       Carve  Out  Services 

As  shown  in  Table  3,  1 1  of  the  14  states  studied  provide  mental  health  services  through 
systems  separate  from  managed  care.  Three  of  these  states  (Delaware,  Rhode  Island,  and 
South  Carolina)  require  managed  care  plans  to  provide  a  some  level  of  mental  health  coverage, 
but  restrict  plans'  liability  by  setting  upper  limits  on  either  mental  health  visits  or  expenditures. 
Once  they  exceed  these  limits,  children  with  mental  illness  are  referred  for  additional  care  to 
the  states'  community  mental  health  centers. 

In  three  states,  all  mental  health  services  for  waiver  enrollees  are  provided  by  community 
mental  health  centers  (Florida,  New  Hampshire,  and  Ohio),  while  in  several  other  states, 
separate  mental  health  delivery  systems  have  been  established  under  the  new  Medicaid 
managed  care  program.  For  example,  in  Arizona,  the  Medicaid  program  contracts  with  the 
state  Department  of  Health  Services  (which  has  legislative  authority  to  provide  mental  health 
services)  who  then  subcontracts  with  the  state's  Regional  Health  Board  Authorities  to  provide 
services.  Oregon  contracts  with  a  variety  of  community  organizations,  including  community 
mental  health  centers,  commercial  health  plans,  and  one  private  non-profit,  to  provide  mental 
health  services.  Finally,  in  Massachusetts,  a  private  managed  care  plan  delivers  mental  health 
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and  substance  abuse  treatment  services  to  Medicaid  recipients  enrolled  in  the  PCCM  managed 
care  option. 

In  two  states,  Rhode  Island  and  Hawaii,  separate  mental  health  systems  have  been  created  for 
severely  emotionally  disturbed  (SED)  children  only.  In  these  states,  SED  children  receive  their 
physical  health  care  benefits  from  the  same  plans  as  other  Medicaid  recipients  but  receive 
mental  health  services  from  providers  outside  of  the  plans,  usually  community  mental  health 
centers.  In  Rhode  Island,  as  mentioned  above,  managed  care  plans  provide  mental  health 
services  up  to  a  coverage  limit  for  non-SED  children,  after  which  they  use  community  mental 
health  centers.  In  Hawaii,  all  mental  health  services  for  non-SED  children  are  provided  within 
managed  care  plans. 

2.       Require  Plans  to  Assure  All  Services 

Five  states  require  managed  care  plans  to  provide  or  contract  for  all  services  needed  by  their 
enrollees,  including  mental  health  services.  In  Massachusetts,  this  requirement  applies  only  to 
HMO  plans,  and  in  Hawaii,  it  applies  only  to  non-SED  children,  as  described  above.  In 
Missouri,  Minnesota,  and  Tennessee,  all  managed  care  plans  are  responsible  for  assuring  that 
their  enrollees  receive  needed  mental  health  services,  although  Minnesota  requires  plans  to 
have  subcontracts  with  children's  mental  health  collaboratives,  which  are  integrated  service 
systems  made  up  of  local  mental  health  agencies  that  provide  both  inpatient  and  outpatient 
mental  health  services.  Families  can  choose  to  receive  their  children's  mental  health  services 
through  these  collaboratives  or  directly  from  the  managed  care  plans. 

D.     Financing  Services  for  Children  with  Mental  Health  Needs 

As  mentioned  above,  no  state  completely  excludes  children  from  Medicaid  managed  care  based 
solely  on  their  mental  health  diagnoses.  Therefore,  this  section  examines  the  mechanisms  used 
to  finance  mental  health  services  when  they  are  carved  out  of  the  managed  care  benefit  package 
or  when  they  are  required  to  be  provided  or  assured  by  managed  care  plans. 
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1.  Carve  Out  Services 

Of  the  11  states  that  support  a  separate  system  for  delivering  mental  health  services, 
eight — Arizona,  Delaware,  Florida,  Hawaii,  Massachusetts,  New  Hampshire,  Ohio,  and 
Oregon — provide  capitated  payments  to  these  alternative  providers.  In  some  cases,  community 
mental  health  centers  receive  capitated  payments  directly,  while  in  others,  a  state  agency  (such 
as  the  Division  of  Child  and  Adolescent  Mental  Health  in  Hawaii)  or  a  private  managed  care 
organization  (such  as  Mental  Health  Management  of  America  in  Massachusetts)  receive  the 
capitated  payments. 

The  remaining  three  states — Illinois,  Rhode  Island,  and  South  Carolina — pay  for  mental  health 
services  on  a  fee-for-service  basis.  In  Rhode  Island  and  South  Carolina,  services  beyond  those 
covered  by  managed  care  plans  are  provided  by  community  mental  health  centers  who  are  paid 
for  these  services.  In  Illinois,  mental  health  services  for  the  severely  mentally  ill  are  provided 
outside  the  managed  care  system  and  reimbursed  on  a  fee-for-service  basis. 

2.  Require  Plans  to  Assure  All  Services 

The  five  states  that  require  managed  care  plans  to  provide  or  assure  all  mental  health 
services — Hawaii  (for  non-SED  children  only),  Missouri,  Massachusetts  (HMOs  only), 
Minnesota,  and  Tennessee — all  finance  mental  health  services  within  the  capitated  payments 
provided  to  the  plans.  No  state  risk-adjusts  these  capitated  rates  based  on  mental  illness 
factors. 
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IV.    Building  High-Quality  Systems  of  Care  for  CSHCN 


States  implementing  Medicaid  managed  care  programs  can  choose  from  a  range  of  policy 
options  in  designing  service  delivery  and  financing  arrangements  for  children  with  special 
health  care  needs.  These  options  range  from  those  in  which  an  entire  population  of  children  is 
carved  out  of  managed  care  and  served  and  financed  through  separate  systems,  to  those  in 
which  managed  care  providers  are  held  responsible  for  the  full  range  of  needs  of  this 
vulnerable  population.  Based  on  HSR's  analysis  of  14  state  Medicaid  1115  waiver  programs, 
states  have  taken  very  different  approaches  to  providing  and  paying  for  services  for  chronically 
ill  and  disabled  children,  as  compared  to  children  with  mental  illness.  Specifically: 

■  Striving  to  centralize  as  much  care  for  as  many  populations  as  possible  within 
managed  systems  of  care,  nine  of  the  14  states  studied  by  HSR  have  chosen  to 
require  plans  to  assure  the  delivery  of  all  physical  health  and  support  services  to 
chronically  ill  and  disabled  children.  The  majority  of  these  states  are  financing 
these  services  on  a  capitated  basis. 

■  In  contrast,  12  of  the  14  states  studied  have  chosen  to  carve  out  some  or  all 
mental  health  services  from  Medicaid  managed  care  and  provide  them  to 
children  with  mental  illness  through  separate  systems. 

Resources  did  not  permit  HSR  to  examine  in  detail  the  reasons  why  states  adopted  various 
policy  strategies.  However,  it  seems  clear  that  the  majority  of  states  are  working  toward  the 
goal  of  developing  integrated  systems  of  care  and  are  asking  managed  care  organizations  to 
take  greater  responsibility  for  directly  providing  or  assuring  the  delivery  of  all  services  to 
CSHCN.  HSR's  findings  also  indicate,  however,  that  most  states  acknowledge  that  managed 
care  systems  do  not  yet  possess  the  capacity  to  fully  serve  children  with  severe  mental  health 
problems.  The  services  needed  by  this  population,  therefore,  remain  supported  through 
separate  systems  of  care. 

Regardless  of  which  service  delivery  and  financing  policies  states  adopt  for  CSHCN  under 
Medicaid  managed  care,  mechanisms  must  be  implemented  to  assure  the  quality  of  care 
provided  to  these  children.  It  is  particularly  important  to  monitor  plans  to  ensure  that  their 
financial  incentives  do  not  threaten  the  care  offered  to  their  most  costly  and  vulnerable 
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enrollees,  especially  since  several  of  the  delivery  systems  discussed  in  this  report  were 
developed  primarily  to  protect  plans  and  to  encourage  reluctant  providers  to  participate  in 
managed  care.  While  not  the  primary  focus  of  HSR' s  analysis,  it  was  found  that  most  states 
have  not  developed  any  specific  quality  assurance  (QA)  efforts  targeted  to  CSHCN.  Some  of 
the  general  QA  activities  being  implemented  by  states  that  do  not  directly  address  children 
with  special  health  care  needs  include: 

■  Consumer  satisfaction  surveys.  Consumer  satisfaction  surveys  were  required 
of  plans  in  every  state  surveyed.  States  claim  that  they  place  a  great  deal  of 
weight  on  the  results  of  these  surveys. 

■  Data  collection.  Inherent  in  managed  care  is  the  need  for  utilization  and  cost 
information.  While  plans  may  be  interested  in  these  data  for  the  financial 
information  they  provide,  the  data  also  offer  states  an  opportunity  to  examine 
the  adequacy  with  which  plans  are  providing  certain  services.  Massachusetts, 
with  a  more  comprehensive  and  explicit  data  collection  requirement  than  most 
states,  requires  plans  to  provide  the  following  six  HEDIS  clinical  indicators 
annually:  rates  of  asthma  hospitalization,  low  birth  weight,  prenatal  care  in  first 
trimester,  diabetic  retinal  exam,  cervical  cancer  screening  and  ambulatory 
follow-up  after  hospitalization  from  major  affective  disorders.  In  addition,  the 
state  has  developed  specific  quality  assurance  mechanisms  for  mental  health  and 
substance  abuse.  For  example,  plans  must  supply  information  on  the  five  most 
frequent  and  costly  hospital  admissions  for  the  Medicaid  population  as 
compared  with  the  commercial  population. 

Some  states  have  found  it  difficult  to  motivate  plans  to  collect  and  report  data. 
Tennessee,  for  example,  initially  had  trouble  with  data  collection.  But  after 
financial  penalties  were  imposed  on  plans  by  the  state,  plans'  compliance  has 
improved.  The  state  now  withholds  10  percent  of  a  plan's  monthly  capitation  as 
long  as  they  are  out  of  compliance,  a  penalty  which  they  may  recover  only  if 
they  cooperate  with  TennCare's  quality  assurance  activities. 


■  Client  grievance  procedures.  HCF  A  mandates  that  all  states  with  1115  waivers 
require  plans  to  develop  client  grievance  procedures. 

■  Referral  protocols.  None  of  the  states  that  we  surveyed  offer  standard  referral 
protocols.  However,  several  require  plans  to  develop  such  protocols  on  their 
own. 

Although  all  states  appear  to  have  these  standard  quality  assurance  measures  in  place,  very  few 
have  developed  specific  quality  monitoring  systems  for  services  provided  to  CSHCN. 
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However,  a  few  states  have  gone  beyond  the  norm  and  developed  mechanisms  to  address 
concerns  particular  to  children  with  special  health  care  needs.  These  include: 


■  Title  V  involvement  in  quality  assurance.  Since  states'  Title  V  programs  have 
extensive  experience  serving  CSHCN,  states  may  find  these  programs  to  be 
helpful  when  examining  the  quality  of  care  delivered  by  specialty  providers  to 
children.  However,  only  two  states  (Oregon  and  Rhode  Island)  formally 
involve  Title  V  in  their  quality  assurance  activities,  Oregon  by  having  the  Title 
V  agency  review  the  Medicaid  agency's  quality  monitoring  mechanisms  and 
Rhode  Island  by  including  Title  V  staff  in  the  reviews  of  individual  managed 
care  organizations. 

■  Provider  credentialling.  Each  of  the  states  interviewed  follows  a  credentialling 
process  for  providers.  However,  this  process  typically  does  not  specifically 
examine  the  skills  needed  by  providers  serving  CSHCN.  However,  Ohio's 
ABC  pilot  program,  the  only  managed  care  program  discussed  here  that  serves 
only  disabled  enrollees,  requires  plans  to  list  the  names  and  specialties  of  all  of 
their  physicians  and  to  provide  a  description  of  their  experience  serving  the 
disabled  population.  Plans  must  also  provide  documentation  that  primary  care 
providers  are  linked  to  appropriate  subspecialists. 

■  Task  forces  on  children  with  special  health  care  needs.  Both  Oregon  and 
Minnesota  have  organized  special  groups  to  examine  the  needs  of  CSHCN.  In 
both  states  these  task  forces  were  established  to  help  determine  how  best  to  care 
for  disabled  children  under  managed  care.  HCFA  required  Minnesota  in 
particular  to  establish  "stakeholder  groups"  to  explore  how  to  meet  the  needs  of 
individuals  with  special  health  care  needs  before  phasing  SSI  enrollees  into 
managed  care;  these  groups  include  individuals  from  state  agencies,  advocates, 
and  consumers. 

With  the  exception  of  the  above  activities,  few  specific  quality  assurance  mechanisms  are  in 
place  for  high-risk  children.  Some  states  explain  that  the  development  of  these  activities  is  not 
necessary,  as  SSI-eligible  children  are  not  included  in  their  Medicaid  managed  care  programs. 
However,  as  discussed  earlier,  even  if  this  category  of  high-needs  children  is  carved  out,  those 
chronically  ill  children  who  do  not  qualify  for  SSI  benefits  will  still  be  enrolled  in  managed 
care  plans.  It  is  the  responsibility  of  all  states,  therefore,  to  develop  activities  that  monitor  the 
ability  of  plans  to  balance  the  desire  to  control  costs  with  the  need  to  provide  quality  services 
to  children  with  the  most  complex  and  costly  conditions. 
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At  this  time,  Vermont  MCH  and  Medicaid  officials  are  working  to  restructure  systems  of  care 
in  anticipation  of  Medicaid  managed  care.  In  designing  service  delivery  and  financing 
arrangements  for  children  with  special  health  care  needs,  it  will  be  critical  for  these 
policymakers  to  build  upon  the  strengths  present  in  both  the  public  and  private  sectors  and  to 
create  a  new  system  that  will  effectively  serve  the  multiple  needs  of  this  vulnerable  population. 
It  is  hoped  that  this  analysis  and  the  discussion  of  lessons  learned  in  other  states  will  be  of  help 
in  Vermont's  consideration  of  alternative  strategies. 
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